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CERTIFICATE OF NEED 
REVIEWED BY THE DEPARTMENT OF HEALTH 

DIVISION OF POLICY, PLANNING AND ASSESSMENT 
615-741-1954 

 
DATE: October 31, 2016 
  
APPLICANT: Unicoi County Memorial Hospital 
 Unaddressed Site Temple Hill Road 

Erwin, Tennessee 37650 
 

 CN1608-030 
  
CONTACT PERSON: Allison Rogers 
 
 

 

  
  
  
  
COST: $19,999,141 
In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of 
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed 
this certificate of need application for financial impact, TennCare participation, compliance with 
Tennessee’s State Health Plan, and verified certain data.  Additional clarification or comment 
relative to the application is provided, as applicable, under the heading “Note to Agency Members.” 
 
 
SUMMARY: 
The applicant, Unicoi County Memorial Hospital (UCMH), seeks Certificate of Need (CON) approval 
for the relocation and replacement of the existing hospital located at 100 Greenway Circle, Erwin, 
TN.  The proposed new facility will be located at an unspecified address on Temple Hill Road, 
remaining in Erwin, TN. The application provides for the building 41,500 square foot, 10 private 
bed acute care replacement facility, including a 10 treatment room emergency department to be 
operated 24 hours per day.  In addition, the facility will provide ancillary services, outpatient 
rehabilitation, and add space for physician provider offices.  
 
In November 2013, UCMH was acquired wholly by Mountain States Health Alliance (MSHA).  
According to the applicant, part of the UCMH purchase agreement was a commitment for MSHA to 
build a new hospital in Unicoi County within 5 years of the acquisition, which contained a minimum 
of 20 total beds.  This project will fulfill that commitment. 
 
Cost per square foot is $332.19 per square foot, outlined on page 11 of the application.  This cost 
is in line with other approved hospital construction costs.  Funding for the project will be provided 
through existing MSHA cash reserves.  A letter from MSHA Chief Financial Officer attests that there 
is sufficient cash available to fully fund the project.  See Attachment C. Economic Feasibility 2 of 
the application. 
 
 
 

 
GENERAL CRITERIA FOR CERTIFICATE OF NEED 
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The applicant responded to all of the general criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 
NEED: 
 

County 2016 Population 2020 Population % of Increase/ 
(Decrease) 

Unicoi 18,847 19,150 1.6% 
       Tennessee Population Projections 2000-2020, 2015 Revised UTCBER, Tennessee Department of Health 
 
The applicant has defined Unicoi County as the project’s service area.  According to the 2014 Joint 
Annual Report for Hospitals, approximately 90% for UCMH patients resided in Unicoi County. 
 
UCMH is the only hospital located in Unicoi County.  It is a 48 bed acute care hospital located at 
100 Greenway Circle, Erwin, TN. The facility was built in 1953 with much of the infrastructure 
remaining from the original construction.   MSHA has spent significant dollars maintaining the 
facility, with over $1.6 million in maintenance and repair costs over the last three years.  For 
practical and fiscal purposes, the facility is at the end of its lifespan, and it is cost prohibitive to 
continuing maintain the aged structure. 
 
Additionally, UCMH staffs only 11 beds of the licensed 48 beds with an average daily census of 5 
patients.  The project will provide for the replacement of an aging hospital with a state of the art 
facility and one more in line with future expected volumes while continuing to offer programs that 
are expected to grow, such as diagnostic imaging, respiratory services, and outpatient 
rehabilitation.  While inpatient admissions are expected to continue to decline, the new facility will 
enable UMCH to maintain the most needed acute inpatient care, while preparing for the future 
trend of expanded outpatient services. 
 
 Historical Data   Projected Data 
UCMH FY2014 FY2015 FY2016 YR1  2020 YR2 2021 
Admissions 962 720 500 605 593 
Patient Days 3898 2830 1668 2004 1927 
Inpatient 
Occupancy 

22% 16% 9.5% 55% 53% 

Licensed Beds 48 48 48 10 10 
Staffed Beds 13 11 11 10 10 
 
According to the historical data chart and the Joint Annual Reports for Hospitals, emergency 
department volumes have declined over the past few years.  Conversely, the applicant expects to 
see ED volumes grow in both year one and two of the project.  The applicant states that significant 
volumes of ED patients whom reside in Unicoi County are being treated at Johnson City Medical 
Center rather than UCMH.  UCMH expects to recapture those ED patients with the construction of 
their new facility. 
 
 
The project does not include major equipment that would meet the criteria for Certificate of Need.   
 
TENNCARE/MEDICARE ACCESS: 
 
UCMH participates in the TennCare MCOs available in the service area: BlueCare, UHC Community 
plan, and Amerigroup, as well as Medicare and Medicaid programs.   
 
The applicant expects TennCare/Medicaid plus Medicare charges to account for approximately 66% 
of the UCMH year one revenue, or $6,770,484 and $28,414,708 respectively. 
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ECONOMIC FACTORS/FINANCIAL FEASIBILITY: 
The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project 
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are 
mathematically accurate and if the projections are based on the applicant’s anticipated level of 
utilization.  The location of these charts may be found in the following specific locations in the 
Certificate of Need Application or the Supplemental material: 
 
 Project Costs Chart:  The Project Costs Chart is located on page 30 of the application with 

a total estimated cost of $19,999,141. 
 
Historical Data Chart: The Historical Data Chart is located in Supplemental #1 of the 
application.  The applicant reports 962, 720, and 500 admissions for years 2014, 2015, and 
2016, with net operating incomes of ($872,312), ($6,401,090), and ($5,083,029) 
respectively.   
Projected Data Chart: The Projected Data Chart is located in Supplemental #1 of the 
application.  The applicant projects 605 and 593 admissions in years one and two, with net 
operating incomes of $(3,379,696) and $(3,548,661) respectively. The project is not 
expected to break even in the foreseeable future. 

 
The applicant states that there will be no changes to the current patient charges as a result of this 
project.  The charges currently provided at UCMH will not change as a result of the project. 
 
Average Gross Charge per patient day: $29,843.  Average deduction from operating revenue: 83% 
or approximately $24,350.  Average Net charge: $5,052. 

 
 
Funding for the project will be provided through existing MSHA cash reserves.  A letter from MSHA 
Chief Financial Officer attests that there is sufficient cash available to fully fund the project.  See 
Attachment C. Economic Feasibility 2 of the application. 
 
The project is expected to be completed in August of 2018 is outlined in the Completion Forecast 
Chart in Supplemental #1 of the application. 
 
 
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE: 
 
The applicant believes that this project will have no negative impact on other healthcare providers, 
but instead, will “right-size” UCMH by reducing the bed count, replacing an outdated structure, and 
providing the continuation of the most needed services in a community hospital.  The new facility 
will better serve the community and meet the long term needs and changing healthcare demands 
of residents.  The new facility will provide the most critically needed services, while focusing on the 
healthcare trends of providing more outpatient based services. 
 
Concern that the new facility bed count will be reduced from 48 to 20 beds total was explained by 
the applicant.  In fiscal year 2016, UCMH had only 33 days in which there was an inpatient census 
of 10 or more.  Of those 33 days, only 14 days had an inpatient census of greater than 10.  
According to the applicant, national predictors indicate inpatient admissions will decline, but in the 
event inpatient census at the new facility routinely exceeds 10, UCMH would utilize the new CON 
criteria and increase the bed count by 10% per year.  UCMH will also transfer patients to Johnson 
City Medical Hospital and Franklin Woods Community Hospital as needed and when appropriate.   
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MSHA will utilize building models centered on evidence based designs and evidenced based 
medicine.   These designs will include an abundance of natural light as a benefit in the healing 
process.  The use of low impact chemicals, improved air quality and ventilation, and “Green 
Buildings” all serve to improve the healthcare experience and provide a long term cost benefit. 
 
The new facility will also provide improved patient and public access, in a contemporary yet private 
and noise controlled environment reducing stress and improving quality of care.  By reducing the 
overall size of the facility and implementing evidence based designs, walking distances, proximity 
to critical departments, work flow efficiency, and access to support services will all be greatly 
improved.  Plans also include enhanced wireless access to records databases which promotes the 
efficiency of patient care, while preparing for the evolving technological healthcare industry.  The 
design also incorporates flexibility for future expansions as healthcare needs change.  By offering a 
new replacement facility including a primary care clinic, UCMH will be in a much better position to 
recruit and retain more healthcare professionals. In addition, the new location will provide better 
patient access and will be located less than .4 miles from Exit 40 off Interstate 26 
 
Staffing for the facility is projected to be 97 full time employees in place for years one and two, 
with 71 of those employees to be involved in direct patient care. 
 
The applicant considered the alternative option to continue operations in the present facility, but 
due to the significant annual repair and maintenance costs, this option is not a financially feasible 
option.  Also, the current underutilization of the facility makes maintaining multiple unused spaces 
impractical.  As the current trends in health care move toward more outpatient services, extensive 
renovations would be needed to renovate the facility.  Additionally, there is not sufficient accessible 
land at the current location to build a new facility while maintaining operations.  The renovation of 
the existing facility while maintaining efficient operations would be nearly impossible.  
 
 
 
Quality Monitoring 
UCMH is licensed by the Tennessee Department of Health, license # 0000000119, and is 
accredited by the Joint Commission, site ID# 4245. 
 
 
 

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED 
 
The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the 
document Tennessee’s State Health Plan. 
 

CONSTRUCTION, RENOVATION, EXPANSION, AND REPLACEMENT 
OF 

HEALTH CARE INSTITUTIONS 
 

1. Any project that includes the addition of beds, services, or medical equipment will be 
reviewed under the standards for those specific activities. 

 The project is for the replacement of an existing hospital and will not add beds or services. 
 
2. For relocation or replacement of an existing licensed health care institution: 
 

a. The applicant should provide plans which include costs for both renovation and 
relocation, demonstrating the strengths and weaknesses of each alternative. 

The option of continuing “as is” was considered but due to the age of the existing facility, built in 
1953, continued repairs and maintenance are becoming increasingly significant with a repair 
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budget amount of $648,000 for 2017.  Many potential patients from Unicoi County are opting for 
care in newer facilities in surrounding counties.  
Also, the facility is licensed for 48 beds, of which, only 10 beds were utilized for 33 days in 2016 
operating well below capacity. 
   
The second option of building a new 20 total bed replacement hospital will “right size” the hospital 
and provide a state of the art, patient centered, well designed, efficiently operated facility.  This 
option was the most practical for the applicant. 
 

b. The applicant should demonstrate that there is an acceptable existing or projected future 
demand for the proposed project. 

The applicant states that projections for inpatient services will continue a declining trend through 
2025, while the need for outpatient services will increase.  As Unicoi’s elderly population continues 
to grow, so too will the need for a hospital in Unicoi County. The new facility will provide for the 
growth of outpatient services and also establish space for healthcare provider offices.  The new 
facility will also make it easier to recruit more quality healthcare providers to the area.  
 
3. For renovation or expansions of an existing licensed health care institution: 
 
 a. The applicant should demonstrate that there is an acceptable existing demand for the 

proposed project. 
The project is for the replacement of an existing hospital 
 b. The applicant should demonstrate that the existing physical plant’s condition warrants 

major renovation or expansion. 
The project is for the replacement of an existing hospital 
 


